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SUBJECT: Capitalization Vs. Expense Thresholds

NARUC's Staff Subcommittee on Accounts and Staff Subcommittee on Depreciation have
undertaken a project to examine the current thresholds for the capitalization of assets for
regulated utilities. Concurrently, the FCC is determining the adequacy of the capitalization
threshold of support assets in the telecommunications industry.

This survey is being conducted in order to support a paper exploring the relevant issues
for determining capitalization thresholds. We are also looking at the pros and cons of alternative
threshold levels.

In order to help assess the potential costs and benefits of alternative capitalization
thresholds, please respond to the attached survey. To ensure that your response will be included
in our analysis, please respond by December 8, 1995. Questions concerning the survey should
be addressed to Matthew Brinkley at (904) 413-6838
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CAPITALIZATION vs. EXPENSE THRESHOLDS

DATE DATA REQUEST DUE: December 8, 1995

STATE REGULATORY AGENCIES:

ALABAMA PUBLIC SERVICE COMMISSION - Mr. James Norman

ALASKA PUBLIC UTILITIES COMMISSION - Mr. Robert Lohr

ARIZONA CORPORATION COMMISSION - Mr. Randy Sable

ARKANSAS PUBLIC SERVICE COMMISSION . Mr. Terry Fowler

CALIFORNIA PUBLIC UTILITIES COMMISSION - Mr. Tom Lew

COLORADO PUBLIC UTILITIES COMMISSION - Mr. Bruce Smith

CONNECTICUT DEPARTMENT OF PUBLIC UTILITY CONTROL - Mr. John T. Cox

DELAWARE PUBLIC SERVICE COMMISSION - Mr. William C. Schaffer

DISTRICT OF COLUMBIA PUBLIC SERVICE COMMISSION - Mr. Norman Reiser

FLORIDA PUBLIC SERVICE COMMISSION .. Mr. Tim Devlin

GEORGIA PUBLIC SERVICE COMMISSION .. Mr. Ken H. Ellison

HAWAll PUBLIC UTILITIES COMMISSION - Mr. Milton Y. Higa

ID&-IO PUBLIC UTILITIES COMMISSION - Ms. Stephanie Miller

ILLINOIS COMMERCE COMMISSION - Ms. Donna Martin

INDIANA UTILITY REGULATORY COMMISSION - Mr. Robert W. Boerger

IOWA UTILITIES BOARD .. Mr. Donald P. Judisch

KANSAS CORPORATION COMMISSION - Mr. David Dittemore

KENTUCKY PUBLIC SERVICE COMMISSION .. Mr. Gary L. Forman

LOUISIANA PUBLIC SERVICE COMMISSION - Mr. Roy F. Edwards

MAINE PUBLIC UTILITIES COMMISSION - Mr. Grant Siwinski

MARYLAND PUBLIC SERVICE COMMISSION - Charles J. Kroft

MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES - Mr. Timothy J. Shevlin .

MICHIGAN PUBLIC SERVICE -COMMISSION· Mr. James A. Mendenhall

MINNESOTA PUBLIC UTILITIES COMMISSION - Mr. Lee Larson

MISSISSIPPI PUBLIC SERVICE COMMISSION - Mr. Dorman Davis

MISSOURI PUBLIC SERVICE COMMISSION ... William A. Meyer, Jr.

MONTANA PUBLIC SERVICE COMMISSION . Ms. Jeaneen Campbell

NEBRASKA PUBLIC SERVICE COMMISSION· Mr. Steven G. Stovall

NEVADA PUBLIC SERVICE COMMISSION· Mr. Michael Chapman

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION - Mr. Mark Naylor

NEW JERSEY BOARD OF REGULATORY COMMISSIONERS - Ms. Sandra Herbert



NEW MEXICO PUBLIC SERVICE COMMISSION - Mr. Dennis Gee

NEW YORK PUBLIC SERVICE COMMISSION - Mr. Wayne Furhman

NORTH CAROLINA UTILITIES COMMISSION - Mr. William Carter, Jr.

NORTH DAKOTA PUBLIC SERVICE COMMISSION - Mr. Mike Diller

OHIO PUBLIC UTILITIES COMMISSION - Mr. Joseph Buckley

OKLAHOMA CORPORATION COMMISSION - Mr. George Mathai

OREGON PUBLIC UTILITY COMMISSION - Mr. Terry J. Lambeth

PENNSYLVANIA PUBLIC UTILITY COMMISSION - Mr. John Crawford

RHODE ISLAND PUBLIC UTILITIES COMMISSION - Mr. Thomas Massaro

SOUTH CAROLINA PUBLIC SERVICE COMMISSION - Mr. Bill Blume

SOUTH DAKOTA PUBLIC UTILITIES COMMISSION - Mr. William Bullard

TENNESSEE PUBLIC SERVICE COMMISSION - Mr. David Gaines

TEXAS PUBLIC UTILITY COMMISSION - Mr. John M. Gillespie

UTAH PUBLIC SERVICE COMMISSION - Mr. Thomas Peel

VERMONT PUBLIC SERVICE BOARD - Mr. Ennis J Gidney

VIRGINIA STATE CORPORATION COMMISSION - Ms. Susan D. Larsen

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION - Mr. Merton Lott

WEST VIRGINIA PUBLIC SERVICE COMMISSION . Mr. Todd Carden

WISCONSIN PUBLIC SERVICE COMMISSION - Mr. Thomas J. Ferris

WYOMING PUBLIC SERVICE COMMISSION ... Ms. Denise K. Parrish

ASSOCIATIONS:

FEDERAL COMMUNICATIONS COMMISSION - Mr. Ken M. Ackerman

AMERICAN GAS ASSOCIATION - Mr. Joe L. Gill

EDISON ELECTRIC INSTITUTE - Mr. David Stringfellow

NATIONAL ASSOCIATION OF WATER COMPANIES - Ms. Jean Lewis

NATIONAL CABLE ASSOCIATION - Mr. Rick Cimerman

NATIONAL RURAL WATER ASSOCIATION - Mr. John Montgomery

OPASTCO

UNITED STATES TELEPHONE ASSOCIATION - Mr. Porter E. Childers



CAPITALIZATION VS. EXPENSE THRESHOLD SURVEY

Commission!Association:

Contact Person:

Position:

FAX:

Address:

City, State: _

Telephone:

Zip Code: _

PLEASE RETURN NO LATER THAN DECEMBER 8, 1995, TO:

Matthew G. Brinkley
Division of Research and Regulatory Review

Florida Public Service Commission
2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0872

FAX No. (904) 487-1716
ATTN: Matthew Brinkley

1. Does your Commission prescribe a dollar threshold for capitalization of assets? Describe the asset
accounts or subaccounts to which the thresholds apply

I UTILITY I THRESHOLD I DESCRIPTION OF ASSETS I
Electric

Gas

-
Telecommunications

Water & Wastewater

Other



2. If companies set their own thresholds for capitalization of assets, do you ever question the reasonableness
of those thresholds? If so, what guidelines do you use?

UTILITY YES/NO GUIDELINES

Electric

Gas

Telecommunications

Water & Wastewater

Other

3. Have there been any problems with current thresholds for the capitalization of assets in different
industries? If so, please identify the problem(s).

UTILITY TOO TOO ARBITRARY OTHER
HIGH LOW

Electric

Gas

Telecommunications

Water & Wastewater

Other

4. Have companies bundled or unbundled expenditures in order to circumvent the thresholds? If so, please
explain.

5. Describe the criteria important in determining an appropriate capitalization threshold.



6. If a threshold is changed or established, should it be a set dollar amount or based on materiality (a
percentage of plant or earnings)? What threshold would you recommend?

UTILITY AMOUNT/PERCENT RECOMMENDED THRESHOLD

Electric

Gas

Telecommunications

Water & Wastewater

Other

7. Would your recommendation change based on the size of the company (large vs small)? Please explain.

8. Describe the costs and benefits of changing or establishing thresholds for capitalization of assets as
recommended in question 6

UTILITY COSTS AND BENEFITS

Electric

Gas

Telecommunications

Water & Wastewater

Other



9. What costs should be included in the amount to be capitalized?

Service contracts
Installation labor costs
Software
Renovation costs to install asset
Cost of warranty protection
Other (please list) _

10. What level of administrative and general (overhead) costs should be capitalized?

Officer salaries
Supervisory (indirect)
Supervisory (direct)
Accounting
Other (please list) _

11 . Please provide additional comments or cost estimates that may be useful in developing thresholds for the
capitahzation of assets for regulated utilities.


